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 Family Name  
Given Names  
Student Number 1 2 3 4 5 6 
Teaching Period Semester 1, 2015 
 
FINAL EXAMINATION DURATION 
PRBA002 – Cost and Management 
Accounting 
 
Reading Time: 10 minutes 
Writing Time: 180 minutes 
 
INSTRUCTIONS TO CANDIDATES 
1.1 The examination has 2 sections  
Section A:  
Suggested Time: 50 mins Multiple Choice Questions: Answer ALL 20 questions 
Total Marks 44 
 
Section B: 
Suggested Time: 2 hours 10 minutes 
Questions: Answer All 4 questions 
Total Marks 56 
 
Section A must be answered on the Answer sheet provided and must be handed in with your answer 
booklet.  Please ensure that your name and student number are clearly indicated on your Answer Sheet 
and at the top of this examination paper. 
Section B is to be answered in separate booklet. Please ensure that your Name and Student Number are 
written clearly in the space provided at the top of this page. 
1.2 Note that questions ARE NOT of equal value. 
1.3 Read ALL questions carefully. 
1.4 Do not commence writing until instructed to do so. 
EXAM CONDITIONS 
This is a RESTRICTED OPEN BOOK examination 
Any non-programmable calculator is permitted 
No handwritten notes are permitted 
Any hard copy, unannotated dictionary is permitted 
Answer on the supplied examination material/s only 
ADDITIONAL AUTHORISED MATERIALS EXAMINATION MATERIALS TO BE SUPPLIED 
No additional printed material is permitted 1 x 20 Page Book 
1 x 4-Multiple Choice Answer Sheet 
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Section A 
 
Multiple Choice Questions 
Total number of marks for this section: 44  
 
This section should be answered on the Answer Sheet provided. Please ensure that your name 
and student number have been written on the Answer Sheet and place in the completed 
Answer Booklet. 
 
Suggested time allocation for Section A: approximately 50 minutes 
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Section B 
Practical Questions 
Total number of marks for this section: 56 
This section should be answered in the Answer Booklet provided.  
Marks for each question are indicated.  
Suggested time allocation for Section B: approximately 2 hours and 10 mins 
 
Question 1 – (Marks: 14) 
Water Corp. has two principal operating departments, Installation (INS) and Engineering (ENG), 
and two support departments, Human Resources (HR) and Accounting and Finance Services 
(AFS). The base used to allocate Human Resources is budgeted total operating hours. The base 
used to allocate Accounting and Finance Services is number of support hours. The Human 
Resources budget is $350,000, while the Accounting and Finance Services budget is $950,000. 
The following chart summarises budgeted amounts and allocation-base amounts used by each 
department: 
Services provided (annually) 
 Budget   INS         ENG          HR        AFS 
INS $3,500,000     
ENG $1,400,000     
HR (in operating hours) $350,000 2,000 1,000 Zero 5,000 
AFS (in support hrs) $950,000 24,000 36,000 2,000 Zero 
Required: 
a) Determine which department’s costs, based on the highest-percentage support 
concept, will be allocated first in the step-down method’s sequence of allocation of 
service department costs (show all calculations). 
(Marks: 2) 
b) Using the step-down method, compute the amount of support costs to be allocated to 
each department. 
(Marks: 6) 
c) Construct a table that shows the total support costs for all departments after allocation 
using the step down method. 
(Marks: 3) 
d) Describe why the reciprocal method of allocating support department costs is 
conceptually superior to the direct and step-down methods. 
 (Marks: 3) 
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Question 2 – (Marks: 13) 
All Frute Company bottles and distributes Frute Ade, a fruit drink. The beverage is sold for 50 
cents per 16-gram bottle to retailers, who charge customers 70 cents per bottle. For the year 
2014, management estimates the following revenues and costs: 
 
Sales $2,500,000 Selling expenses – variable $80,000 
Direct materials 360,000 Selling expenses – fixed 250,000 
Direct Labour 450,000 Administrative expenses –  
   variable 
40,000 
Manufacturing overhead –  
   variable 
270,000 Administrative expenses –  
   fixed 
150,000 
Manufacturing overhead –  
   fixed 
380,000   
 
Required: 
a) Compute the contribution margin  
i. in total dollars,  
ii. per unit and  
iii. ratio  
(Marks: 5.5) 
b) Compute the break-even point in  
i. units and  
ii. dollars  
(Marks: 3.5) 
c) Compute the contribution margin ratio and the margin of safety ratio.  
(Marks: 2) 
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Question 3 – (Marks: 14) 
 
Fuqua Company’s sales budget projects unit sales of part 198Z of 10,000 units in January, 
12,000 units in February, and 13,000 units in March. Each unit of part 198Z requires 4 kilos of 
materials, which cost $2 per kilo. Fuqua Company desires its ending raw materials inventory to 
equal 40% of the next month’s production requirements, and it’s ending finished goods 
inventory to equal 20% of the next month’s expected unit sales. These goals were met at 




a) Prepare a production budget for January and February 2015.  
(Marks: 7.5) 
 
b) Prepare a direct materials budget for January 2015. 
(Marks: 6.5) 
Question 4 – (Marks: 15) 
 
Hopkins Clothiers is a small company that manufactures tall-men’s suits. The company has 
used a standard cost accounting system. In May 2014, 11,200 suits were produced. The 
following standard and actual cost data applied to the month of May when normal capacity 
was 14,000 direct labour hours. All materials purchased were used. 
 
Cost Element Standard (per unit) Actual 
Direct materials  8 metres at $4.40 per metre $375,575 for 90,500 ,metres 
   ($4.15 per metre) 
Direct Labour 1.2 hours at $13.40 per hour $200,220 for 14,200 hours 
   ($14.10 per hour) 
Required: 
a) Compute the total, price, and quantity variances for: 
i. materials and (Marks: 6) 
ii. labour. (Marks: 6) 
(Marks: 12) 
b) Which of the variances should be investigated if management considers a variance of 
more than 4% from standard to be significant? 
(Marks: 3) 
---End Exam--- 
